has to be justified in a detailed way [to (he legisla-
ture], whereby the total is the sum of many items,
each of which is scrutinized and approved by the
higher authority, information on each of these items
will be influenced by the budgetary incentive.
Hence, subordinate agencies have incentives to pro-
vide only the most favorable information or even to
fabricate information.22

If the bureau or its components manipulate data, then
weapon system procurement decisions may diverge from
those that the taxpayers' representatives desire, a socially
inefficient outcome. Granted, members of a monopolistic
bureau will differ in their individual aspirations and prefer-
ences, And in the face of divergent preferences, choices
among alternative weapon systems is problematic, leading

competing agency would open itself to congressional
budgetary reprisals.

Economists have analyzed the relationship between in-
formation distortion and cost increases, and Kenneth
Boulding has summarized their findings:

There is a great deal of evidence that almost all or-
ganizational structures tend to produce false images
in the decision-maker, and that the larger and more
authoritarian the organization, the better the chance
that its top decision-makers will be operating in
purely imaginary worlds. This perhaps is the most
fundamental reason for supposing that there are ulti-
mately diminishing returns to scale24 land, there-
fore, rising costs].25
Since "large" and "authoritarian" aptly describe DoD, the

How likely are we to experience efficiency losses from greater

centralization? Are those losses likely to be as great as the

potential gains from greater centralization? Would other

reforms which involved greater decentralization perhaps

contribute to a more efficient acquisition process?

to internal bargaining based on some form of side pay-
ments and trading among competing groups. The point is
that this activity will take place internally and hence may
not be subject to as much outside scrutiny if authority is
centralized in one bureau.

Evidence that bureaus tend to cast the information they
supply in the most favorable light is abundant. The mili-
tary departments have submitted overly optimistic weapon
system cost estimates to the Congress in many instances,
and these are well-documented.23 Given the frequency of
such overoptimism, Niskanen's overproduction hypothesis
would seem to have some relevance. Clearly, one could
argue that, despite all the problems with the current organ-
izational arrangement, bureaucratic competition does gen-
erate more reliable information on costs and alternatives
than would otherwise be forthcoming. A bureau that estab-
lished a reputation on Capitol Hill for consistently provid-
ing less reliable information than that furnished by a

Z2Stockfisch, "Removing the Pentagon's Perverse Budget In-
centives," pp. 5-6.

^General Accounting Office, DoD Needs to Provide More
Credible Weapon System Cost Estimates, pp. 17-20.

idea that further centralization and policing of weapons ac-
quisition activities within one office will lead to increased
efficiencies may need to be rethought.

Some public policy analysts, after reviewing the pro-
curement histories of particular weapon systems, have
concluded that DoD needs more, not less, bureaucratic
competition. While at Harvard University in 1975, John
Steinbruner and Barry Carter, writing about problems that
had beset the F-lll aircraft and Trident submarine pro-
grams, surmised that DoD budgetary procedures "should
be changed to stimulate competition between the services

^Returns to scale describes output response to a proportionate
increase in all inputs required for the production of that output.
But inputs are not free; there is a cost to their purchase. If re-
turns to scale are diminishing, then (average) costs are rising.
Browning and Browning, Microeconomic Theory, pp. 179-181 r
202-204.

^Kenneth E. Boulding, "The Economics of Knowledge and
the Knowledge of Economics," American Economic Review,
May 1966, p. 8.

26Steinbruner and Carter, "Organizational and Political Di-
mensions," p. 150.
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nterests within DoD will inevita-
